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AUGZ 9 1983

Dear Sir or sadams

W3 have considerad your app].icax:ion for exemption from Federal income tax
as an organization described in section 501(c)(3) of the Internal Revenue
Code of 1954. ’

The information submitted discloses that you were incnréorated under the ) T
nonprofit corporation laws of the State of N o~ NG

As stated in your articles of incorporation you are forued "to encourage
cooperation and free intercourse among artists and others engaged in
arcistic activities; to provide services and facilities to artists; to
nold competitions and exhinitions; to promote the study and improvementc

of tha arts; and to encourage support and assist the arts in I
I . T

¥our activitlies consist of tha following; a computer service to aid
artists to locate persons in the performing arts to help produce their
works. Produce vidso tapes for organizations and individuals and help

‘Q market them. #Help writers produce writings. Purchase gallery space so-
arcists can show and sell their works. - Provide day care for artista.’

b} Provide dlscounts on materials and supplies for projects.

Your income is derived from duss, commissions on art sales and on video
tapes, and receipts from fund raising.

Sectiva 501(c) of the Internal Revenus Codae of 1954 describas certain
organizations exewmpt from income tax under sect:j..on 501(a) and reads, in . .
parc, as rfollous: . )
"(3) Corporatioeriu, 4and any community cnest, fund, or foundation, .’
organizad and operated exclusively for raliglous, charitable,
scieatific, testins for public safety, literary, or educational
purposa.” : . : e
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Horeover, an organization is not organizsd or operated exclusively Zor -

ona or wore of the purposes specified in sectlion 501{c}{3) unless ic e
seIvas & pubiic ratner than a privata interast.  To neet this .~ : S
requirement, it is neceasary for an organizatioa to establish: that Lt ta B
not organizad or opuraced for thne benafit ot privats in:etaats. -

Hoast of your ‘activitizy are dasignad with tho interesb ot yonr
~ incorporacors and/gr uexhurstl; in mind ratner :h:n tha geuaral public.

Revanue Rulin? 66—l78,-5 5—1 C.B. 138, halds that an organizatlon that
fosters and dovelops ch"uxaﬁ by . BponsorLan a oublic art exhibit at which ;”
tha works of unknown but-rohlsing. artis:e dre gratultously dlaplayed mAy
qualily for-exemption unJe» «eotlon $01{c)(3) of the 'Codaes/ The!
organi ation doas not sell @ offar tha displayad wotku t r uale.

exhlbxtlng and selling their: w*rks doss not qunlify tér tecognition ‘of
exnmption trom Pederal income ng nndar saction 561(0)(3)*o£‘tha COda

modern art treads iy sa\eccing for exnibit, exhihxting, ‘and- aelling rE
workas of local artists, 1etain1ng a, coauinslon on sales ‘less than
customary commerclal charges dosa not quali!y !or exempLioa“undar nuction
501(c)}{3) of tha: Code.{ ] .

. The tera “charitable® tradi:ionally cntriad with it a connotation of. O
7aublic benefic” as: recognizédd in' Section 1.501(0)(3)-1(d)(11) of: tbe -
Regulations. Therafors,; to ba racognized as axemgt. unde: sau.;oj
50L(c)(3) of the Code, an organization aust be organi:au and opataced
oncluslvely for charitable’ purpozés, wust serve & public interen

mastc nct ba operated for the banefic of peraee intorsats ;

As in the case of Revenue Rul nq 76-142, thi iatn in your ‘cage drae. " -

being diractly bsnefitad by the ‘exhibitidd and" naie of their vozks, Wi
the, resdlt that a mujor ac:lvlty ot the, otganizntion is. anrving the

gguarxl 2unlic.

It ls oar Juterminacion that you are. not oporacad axelusival ' for one! or -
AOre exampt purposes and, therefora, you ‘are not antitled :tQ: euempclon
Le¢oa Padaral incone tex as an organizﬂtion deactibod 1a-section 501(c)(3)
ol tha Code.




You are reculred to f£ile Federal incoma tax returns on form 1120 for each

year that you have been in existence. Contributions to you ars not
deductible under section 170 of the Code.

If you are in agresement with this proposed determination, we requast that
you siga and return the enclosed agreement Form 6018. Flease note tha
instructions for signing on the reverse side of this form.

If you are not in agrewament with this proposed detsrmination, we
recomaend that you regquist a hearing with our office of Regional Diractor
of Appeals. Your request for a hearing should include a written appeal

| giving the facts, law, and any other information to support your position
as explained in the enclosed Twmblication 892. You will then be contacted
to arrange a date for a hearing. The lLearing may be held at the oifice
of Regional Director of Appeals or, if you request, at a mutually
convenient District Office. A self-addrussed envelope is enclosed.

If we do not hear from you within 30 days from the date of this leiter,
and you do not protest this proposed determination in a timely manner, it ---
will be considered by the Internal Revenue Service as a fallure to
exhaust available administrative remedies and will then become our finel
determination. Section 7428(b)(2) of the Internal Revenue Code provides
in part that, “A declaratory judgement or decree under this section shall -
not. be issued in any proceeding unless the Tax Court, the Court of

Claims, or the district court of the United States for the District of
Columbia determines that cthe organization involved has exhausted
administrative remesdies available to it within the Internal Revanue
Service."

As provided by section 6l104(c) of the Internal Revenue Code of 1954 and
the applicable regqulations, the appropriate State officials are being
notified of our determination.

Sincerely yours,

-3

|
District Director
Enclosures:
Publication 892
Form 6018
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